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receivership, and without reorganization. In the years prior to 1902, not only did the Erie have a top-heavy load of bonds, but its credit was almost exhausted and its physical condition was such as to make its operation uneconomical. The morale of its organization was almost equally bad. The history of the development of the Erie Railroad since then is, in considerable part, an account of the domination of one man's personality, sound common sense and persistence, in the face of an unusually large proportion of " unsurmountable difficulties."
The Erie pulled itself out of its hole by its own bootstraps; or, to put it in another way, its rehabilitation went on "under traffic." The physical condition of the road was such as to make it impossible to effect economies in operation without the additional investment of large sums of money. With the small margin of earnings above fixed charges, the company's credit was such as to preclude the possibility of any large issue of securities to provide funds for a general programme of additions and betterments. Before the service and economy of operation could be much improved, modern facilities would have to be provided, and this was a question of establishing credit, and so the circle of "impossibilities" was complete.
In 1901, Frederick D. Underwood was made president, and among the first things he did was to gain the confidence of his board of directors so securely that he held it even through the trying times of 1907 and 1908. . . . This backing of the directors has been of great importance in the success of the development of the property. There have been numerous instances where a board of directors could be carried, by a more or less temporary burst of confidence, into granting authority to inaugurate a large system of expensive improvements ; but the Erie's case demanded a continuing faith